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‘‘(4) THROWBACK YEAR.—For purposes of

this subsection, the term ‘throwback year’
means any taxable year to which a distribu-
tion is allocated under section 666(a).

‘‘(5) PERIODS OF NONRESIDENCE.—The period
under paragraph (2) shall not include any
portion thereof during which the beneficiary
was not a citizen or resident of the United
States.

‘‘(6) THROWBACK YEARS BEFORE 1996.—In the
case of any throwback year beginning before
1996—

‘‘(A) interest for the portion of the period
described in paragraph (2) which occurs be-
fore the first taxable year beginning after
1995 shall be determined by using an interest
rate of 6 percent and no compounding, and

‘‘(B) interest for the remaining portion of
such period shall be determined as if the par-
tial tax computed under section 667(b) for
the throwback year were increased (as of the
beginning of such first taxable year) by the
amount of the interest determined under
subparagraph (A).’’

(b) RULE WHEN INFORMATION NOT AVAIL-
ABLE.—Subsection (d) of section 666 of such
Code is amended by adding at the end the
following: ‘‘In the case of a distribution from
a foreign trust to which section 6048(b) ap-
plies, adequate records shall not be consid-
ered to be available for purposes of the pre-
ceding sentence unless such trust meets the
requirements referred to in such section. If a
taxpayer is not able to demonstrate when a
trust was created, the Secretary may use
any reasonable approximation based on
available evidence.’’

(c) ABUSIVE TRANSACTIONS.—Section 643(a)
of such Code is amended by inserting after
paragraph (6) the following new paragraph:

‘‘(7) ABUSIVE TRANSACTIONS.—The Sec-
retary shall prescribe such regulations as
may be necessary or appropriate to carry out
the purposes of this part, including regula-
tions to prevent avoidance of such pur-
poses.’’

(d) TREATMENT OF USE OF TRUST PROP-
ERTY.—Section 643 of such Code (relating to
definitions applicable to subparts A, B, C,
and D) is amended by adding at the end the
following new subsection:

‘‘(i) USE OF FOREIGN TRUST PROPERTY.—
‘‘(1) GENERAL RULE.—For purposes of sub-

parts B, C, and D, if, during a taxable year of
a foreign trust a trust participant of such
trust directly or indirectly uses any of the
trust’s property, the use value for such tax-
able year shall be treated as an amount paid
to such participant (other than from income
for the taxable year) within the meaning of
sections 661(a)(2) and section 662(a)(2).

‘‘(2) EXEMPTION.—Paragraph (1) shall not
apply to any trust participant as to whom
the aggregate use value during the taxable
year does not exceed $2,500.

‘‘(3) DEFINITIONS AND SPECIAL RULES.—For
purposes of this subsection—

‘‘(A) USE VALUE.—Except as provided in
subparagraph (B), the term ‘use value’ means
the fair market value of the use of property
reduced by any amount paid for such use by
the trust participant or by any person who is
related to such participant.

‘‘(B) SPECIAL RULE FOR CASH AND CASH
EQUIVALENT.—A direct or indirect loan of
cash, or cash equivalent, by a foreign trust
shall be treated as a use of trust property by
the borrower and the full amount of the loan
principal shall be the use value.

‘‘(C) USE BY RELATED PARTY.—
‘‘(i) Use by a person who is related to a

trust participant shall be treated as use by
the participant.

‘‘(ii) If property is used by any person who
is a related person with respect to more than
one trust participant, then the property
shall be treated as used by the trust partici-
pant most closely related, by blood or other-
wise, to such person.

‘‘(D) PROPERTY INCLUDES CASH AND CASH
EQUIVALENTS.—The term ‘property’ includes
cash and cash equivalents.

‘‘(E) TRUST PARTICIPANT.—The term ‘trust
participant’ means each grantor and bene-
ficiary of the trust.

‘‘(F) RELATED PERSON.—A person is related
to a trust participant if the relationship be-
tween such persons would result in a dis-
allowance of losses under section 267(b) or
707(b). In applying section 267 for purposes of
the preceding sentence—

‘‘(i) section 267(e) shall be applied as if such
person or the trust participant were a pass-
thru entity,

‘‘(ii) section 267(b) shall be applied by sub-
stituting ‘at least 10 percent’ for ‘more than
50 percent’ each place it appears, and

‘‘(iii) in determining the family of an indi-
vidual under section 267(c)(4), such section
shall be treated as including the spouse (and
former spouse) of such individual and of each
other person who is treated under such sec-
tion as being a member of the family of such
individual or spouse.

‘‘(G) SUBSEQUENT TRANSACTIONS REGARDING
LOAN PRINCIPAL.—If any loan described in
subparagraph (B) is taken into account
under paragraph (1), any subsequent trans-
action between the trust and the original
borrower regarding the principal of the loan
(by way of complete or partial repayment,
satisfaction, cancellation, discharge, or oth-
erwise) shall be disregarded for purposes of
this title.’’

(e) EFFECTIVE DATES.—
(1) IN GENERAL.—Except as provided in

paragraph (2), the amendments made by this
section shall apply to taxable years begin-
ning after the date of the enactment of this
Act.

(2) INTEREST CHARGE.—The amendment
made by subsection (a) shall apply to inter-
est for throwback years beginning before, on,
or after the date of the enactment of this
Act.
SEC. 318. RESIDENCE OF ESTATES AND TRUSTS.

(a) TREATMENT AS UNITED STATES PER-
SON.—Paragraph (30) of section 7701(a) of the
Internal Revenue Code of 1986 is amended by
striking subparagraph (D) and by inserting
after subparagraph (C) the following:

‘‘(D) any estate or trust if—
‘‘(i) a court within the United States is

able to exercise primary supervision over the
administration of the estate or trust, and

‘‘(ii) in the case of a trust, one or more
United States fiduciaries have the authority
to control all substantial decisions of the
trust.’’

(b) CONFORMING AMENDMENT.—Paragraph
(31) of section 7701(a) of such Code is amend-
ed to read as follows:

‘‘(31) FOREIGN ESTATE OR TRUST.—The term
‘foreign estate’ or ‘foreign trust’ means any
estate or trust other than an estate or trust
described in section 7701(a)(30)(D).’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply—

(1) to taxable years beginning after Decem-
ber 31, 1996, and

(2) at the election of the trustee of a trust,
to taxable years beginning after the date of
the enactment of this Act and on or before
December 31, 1996.
Such an election, once made, shall be irrev-
ocable.
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So the amendment in the nature of a
substitute was not agreed to.

The SPEAKER pro tempore, Mr.
WALKER, assumed the Chair.

When Mr. MCINNIS, Chairman, pur-
suant to House Resolution 88, reported
the bill back to the House with an
amendment adopted by the Committee.

The previous question having been
ordered by said resolution.

Pursuant to House Resolution 88, the
following amendment, reported from
the Committee of the Whole House on
the state of the Union, was considered
agreed to:

Strike out all after the enacting clause and
insert:
SECTION 1. PERMANENT EXTENSION OF DEDUC-

TION FOR HEALTH INSURANCE
COSTS OF SELF-EMPLOYED INDIVID-
UALS.

(a) IN GENERAL.—Subsection (l) of section
162 of the Internal Revenue Code of 1986 (re-
lating to special rules for health insurance
costs of self-employed individuals) is amend-
ed by striking paragraph (6).

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to taxable
years beginning after December 31, 1993.
SEC. 2. REPEAL OF NONRECOGNITION ON FCC

CERTIFIED SALES AND EXCHANGES.
(a) IN GENERAL.—Subchapter O of chapter 1

of the Internal Revenue Code of 1986 is
amended by striking part V (relating to
changes to effectuate FCC policy).

(b) CLERICAL AMENDMENT.—The table of
parts for such subchapter O is amended by
striking the item relating to part V.

(c) EFFECTIVE DATE.—
(1) IN GENERAL.—The amendments made by

this section shall apply to—
(A) sales and exchanges on or after Janu-

ary 17, 1995, and
(B) sales and exchanges before such date if

the FCC tax certificate with respect to such
sale or exchange is issued on or after such
date.

(2) BINDING CONTRACTS.—
(A) IN GENERAL.—The amendments made

by this section shall not apply to any sale or
exchange pursuant to a written contract
which was binding on January 16, 1995, and
at all times thereafter before the sale or ex-
change, if the FCC tax certificate with re-
spect to such sale or exchange was applied
for, or issued, on or before such date.

(B) SALES CONTINGENT ON ISSUANCE OF CER-
TIFICATE.—A contract shall be treated as not
binding for purposes of subparagraph (A) if
the sale or exchange pursuant to such con-
tract, or the material terms of such con-
tract, were contingent, at any time on Janu-
ary 16, 1995, on the issuance of an FCC tax
certificate. The preceding sentence shall not
apply if the FCC tax certificate for such sale
or exchange is issued on or before January
16, 1995.

(3) FCC TAX CERTIFICATE.—For purposes of
this subsection, the term ‘‘FCC tax certifi-
cate’’ means any certificate of the Federal
Communications Commission for the effec-
tuation of section 1071 of the Internal Rev-
enue Code of 1986 (as in effect on the day be-
fore the date of the enactment of this Act).
SEC. 3. NONRECOGNITION ON INVOLUNTARY

CONVERSIONS NOT TO APPLY IF RE-
PLACEMENT PROPERTY ACQUIRED
FROM RELATED PERSON.

(a) IN GENERAL.—Section 1033 of the Inter-
nal Revenue Code of 1986 (relating to invol-
untary conversions) is amended by redesig-
nating subsection (i) as subsection (j) and by
inserting after subsection (h) the following
new subsection:

‘‘(i) NONRECOGNITION NOT TO APPLY IF RE-
PLACEMENT PROPERTY ACQUIRED FROM RE-
LATED PERSON.—Subsection (a) shall not
apply if the replacement property or stock
acquired is acquired from a related person.
For purposes of the preceding sentence, a
person is related to another person if the re-
lationship between such persons would result
in a disallowance of losses under section 267
or 707(b).’’

(b) EFFECTIVE DATE.—The amendment
made by subsection (a) shall apply to re-
placement property or stock acquired on or
after February 6, 1995.
SEC. 4. PHASEOUT OF EARNED INCOME CREDIT

FOR INDIVIDUALS HAVING MORE
THAN $2,500 OF TAXABLE INTEREST
AND DIVIDENDS.

(a) IN GENERAL.—Section 32 of the Internal
Revenue Code of 1986 is amended by redesig-
nating subsections (i) and (j) as subsections
(j) and (k), respectively, and by inserting
after subsection (h) the following new sub-
section:

‘‘(i) PHASEOUT OF CREDIT FOR INDIVIDUALS
HAVING MORE THAN $2,500 OF TAXABLE INTER-
EST AND DIVIDENDS.—If the aggregate
amount of interest and dividends includible
in the gross income of the taxpayer for the
taxable year exceeds $2,500, the amount of
the credit which would (but for this sub-
section) be allowed under this section for
such taxable year shall be reduced (but not
below zero) by an amount which bears the
same ratio to such amount of credit as such
excess bears to $650.’’

(b) INFLATION ADJUSTMENT.—Subsection (j)
of section 32 of such Code (relating to infla-
tion adjustments), as redesignated by sub-
section (a), is amended by striking paragraph
(2) and by inserting the following new para-
graphs:

‘‘(2) INTEREST AND DIVIDEND INCOME LIMITA-
TION.—In the case of a taxable year begin-
ning in a calendar year after 1996, each dollar
amount contained in subsection (i) shall be
increased by an amount equal to—

‘‘(A) such dollar amount, multiplied by
‘‘(B) the cost-of-living adjustment deter-

mined under section 1(f)(3) for the calendar
year in which the taxable year begins, deter-
mined by substituting ‘calendar year 1995’

for ‘calendar year 1992’ in subparagraph (B)
thereof.

‘‘(3) ROUNDING.—If any amount as adjusted
under paragraph (1) or (2) is not a multiple of
$10, such dollar amount shall be rounded to
the nearest multiple of $10.’’

(c) EFFECTIVE DATE.—The amendments
made by this section shall apply to taxable
years beginning after December 31, 1995.
Passed the House of Representatives

February 21, 1995.
The bill, as amended, was ordered to

be engrossed and read a third time, was
read a third time by title.

Mr. STARK moved to recommit the
bill to the Committee on Ways and
Means with instructions to report the
bill back to the House forthwith with
the following amendment:

At the end of the bill insert the following:
SEC. 5. REPEAL OF MAXIMUM PERIOD OF MANDA-

TORY CONTINUATION COVERAGE
UNDER GROUP HEALTH PLANS.

(a) IN GENERAL.—Section 162 of the Inter-
nal Revenue Code of 1986 is amended by re-
designating subsection (o) as subsection (p)
and by inserting after subsection (n) the fol-
lowing new subsection:

‘‘(o) GROUP HEALTH PLANS NOT PROVIDING
EXTENDED CONTINUATION HEALTH COV-
ERAGE.—

‘‘(1) IN GENERAL.—No deduction shall be al-
lowed under this chapter for any amount
paid or incurred by an employer for any
group health plan to which section 4980B ap-
plies if such plan fails to provide extended
continuation coverage with respect to any
qualified beneficiary (as defined in section
4980B(g)).

‘‘(2) EXTENDED CONTINUATION COVERAGE.—
For purposes of paragraph (1), the term ‘ex-
tended continuation coverage’ means cov-
erage which would be required to be provided
under section 4980B but for subsection
(f)(2)(B)(i) thereof.’’

(b) EFFECTIVE DATE.—The amendment
made by this section shall apply with respect
to qualifying events (as defined in section
4980B of the Internal Revenue Code of 1986)
occurring before, on, or after the date of the
enactment of this Act, but shall not apply if
the period of continuation coverage required
under section 4980B of the Internal Revenue
Code of 1986 with respect to the qualifying
event has expired before such date.

By unanimous consent, the previous
question was ordered on the motion to
recommit with instructions.

The question being put, viva voce,
Will the House recommit said bill

with instructions?
The SPEAKER pro tempore, Mr.

WALKER, announced that the nays
had it.

Mr. STARK demanded a recorded
vote on agreeing to said motion, which
demand was supported by one-fifth of a
quorum, so a recorded vote was or-
dered.

The vote was taken by electronic de-
vice.

It was decided in the Yeas ....... 180!negative ....................... Nays ...... 245
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